January 30, 1980

II.  THE NATIONAL RESPONSE - INCREASED PRODUCTION AND USE

National policy toward production and use of coal outlined in the National
Energy Plan II,  addresses both environmental   and economic concerns.    "The
Administration Intends to discourage higher coal prices that do not
reflect real  Increases in the cost of producing and delivering coal
supplies.    It will  also support development of more cost-effective methods
to mine and transport coal  in an environmentally acceptable manner, and to
assure the health and safety of mine workers."    The DOE Report on Increasing
Coal  Production and Use indicates that

-    "in the near term,  Increases must depend upon greater
conventional  use of coal in the utility and industrial
sectors," and

-    "In the long term, additional  Increases in coal use will
depend upon new, non-conventional coal  technologies and
adequate coal  production from federally-owned western lands
where most future increases in production will occur."

III.     DOE POLICIES TO CARRY OUT NATIONAL GOALS
A.     PRODUCTION

The DOE has a limited ability to influence the cost and level of coal
production.    The Department of Interior 1s responsible for coal leasing
and for regulating the way 1n which coal  lands are reclaimed.    The
Department of Labor regulates the safety aspects of how coal  is mined.
DOE can comment on DOI and DOL regulations.

Mine operators and mining equipment manufacturers have profit Incen-
tives to Increase coal mining productivity and reduce mining costs.
DOE can develop new mining techniques to reduce costs and facilitate
the ability of the coal   Industry to meet environmental  requirements
and overcome Institutional barriers*    To the extent that these latter
activities compete with similar industry efforts, they would have little
Incremental  economic benefit because they do not reduce oil  Imports.

The government must take a strategic approach to the mining RD&D program
taking Into account the resource base, the need for increased productivity,
the type and physical characteristics of coal  seams, the mining company
size and the environmental considerations.    These should be categorized
and a systems approach developed to serve the needs of those categories
for resources with sufficient economic coal reserves to benefit from the.
program.

A special  consideration is that the environmental constraints on Western
coal  production have Increased significantly over the past several years
and may continue to Increase irr the future.    As a result, more Eastern
coal  than presently forecast may be required.    Efforts should be under-
taken to minimize the environmental degradation due to coal production 1n
the West, while Increasing viable technological options in the East.

D-3   . year horizon.
